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CONFIDENTIAL CARACAS 7989 

E.O. 11652: GDS 

TAGS: EINV, ENRG, OPEC, OECD, VE 

SUBJ: FOREIGN DIRECT INVESTMENT BY OIL PRODUCING NATIONS 
REF: (A) STATE 178868: (B) CARACAS 6370 

1. VENEZUELA HAS CHOSEN TO ESTABLISH AN INVESTMENT FUND AS THE MAIN 
VEHICLE TO ABSORB ITS EXCESS FINANCIAL RESERVES GENERATED FROM OIL. THE 

FUND IS DESCRIBED IN CARACAS REFTEL, BUT ESSENTIALLY IS DESIGNED TO 
CHANNEL ONE-HALF OF OIL REVENUES OUT OF THE DOMESTIC ECONOMY IN ORDER 
TO TEMPER THE INFLATIONARY EFFECTS THAT WOULD OTHERWISE RESULT. FIRST 
PRIORITY TO USAGE FOR THE FUND WILL BE TO FINANCE EXTERNAL COSTS OF 
MAJOR INFRASTRUCTURE INVESTMENTS IN VENEZUELA, NOTABLY IN PETROCHEMI- 
CALS, STEEL, SHIPBUILDING, ENERGY AND AGRICULTURE. OTHERWISE THE FUND 
WILL BE UTILIZED LENDING TO WORLD BANK, IMF, OTHER INTENATIONAL AND 
REGIONAL BANKS AND AGENCIES, TO LDCS AND FOR INVESTMENT IN APPROPRIATE 

JOINT VENTURES ABROAD. 
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2. UNLESS THE FINANCIAL RESERVES GROW TOO RAPIDLY TO BE ABOSRBED 
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READILY BY THE INVESTMENT FUND, VENEZUELA/DOES NOT COMPLEMPLATE 
LONG-TERM DIRECT CAPITAL INVESTMENTS IN THE UNITED STATES. THEREFORE, 
THE GOV WOULD PROBABLY NOT REACT TO AN EFFORT TO PROMOTE MORE 
ACTIVELY FOREIGN DIRECT INVESTMENT IN THE U.S. 

3. ON THE OTHER HAND, THE INVESTMENT FUND MIGHT BE VIEWED AS THE 
VENEZUELAN SAFEGUARD AGAINST A U.S. POLICY TO IMPOSE RESTRICTIONS 
ON DIRECT FOREIGN INVESTMENT. IN A "FORBES'' MAGAZINE ARTICLE ON JULY 
15, 1974, THE FOLLOWING COMMENT APPEARS: "VENEZUELA WILL ALSO 

TRY TO INSURE THE CONTINUING FLOW OF TECHNOLOGY BY INVESTING 
OFFSHORE IN JOINT VENTURES WITH HIGH TECHNOLOGY COMPANIES OR BUYING 
THEIR STOCK, ADDS MINISTER RODRIGUEZ (CORDIPLAN CHIEF), SMILING 
SOMEWHAT MISCHIEVOUSLY: "BUT WE ARE NOT GOING TO TRY TO BE THE 
MAIN CONTROLLING INTEREST IN ANYTHING BECAUSE AMERICA MIGHT 
BECOME ANTI-IMPERIALIST HERSELF AND NATIONALIZE OUR INTERESTS OVER 
THERE" 

4. IF, IN ANYWAY, THE GOV COULD ASSOCIATE A RESTRICTIVE U.S. 

FOREIGN DIRECT INVESTMENT POLICY AS A WEAPON TO DRIVE DOWN 
OIL PRICES, VENZUELA COULD BE EXPECTED TO REACT NEGATIVELY. 

IF VENEZUELAN OIL REVENUE CANNOT BE ABSORBED BY THE INVESTMENT 
FUND, OR BE PROTECTED AGAINST INFLATION IN THE INTERIM THROUGH 
INVESTMENT FUND, OR BE PROTECTED AGAINST INFLATION IN THE INTERIM 
THROUGH INVESTMENT IN THE DEVELOPED COUNTRIES CAPITAL MARKETS, 

THE GOV WOULD CERTAINLY BE TEMPTED TO CUT OIL PRODUCTION. 

5. ANY ALTERATION OF TRADITIONAL U.S. POLICY ON INWARD DIRECT 
INVESTMENT WHICH WOULD RESTRICT VENEZUELAN PARTICIPATION, WOULD HAVE 
TO BE CAREFULLY CONSTRUCTED SO AS NOT TO APPEAR DISCRIMINATORY 
AGAINST OIL PRODUCING COUNTRIES. ADVANCED CONSULTATION WITH 
AFFECTED COUNTRIES SHOULD ALSO BE CONTEMPLATED IN ORDER NOT 

TO CATCH THEM UNAWARE, THEREBY POSSIBLY PRECIPITATING HASTY AND 
DAMAGING REACTIONS ON THEIR PART. 

MCCLINTOCK. 
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